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Send Us Your News! 
 
Change jobs? Get promoted? 
We want to hear from you!  Stay 
connected with DRMI by sending 
us your news and making sure 
we have your current e-mail ad-
dress.  When a new newsletter 
becomes available, we’ll send you an email with 
a newsletter link so you can keep in touch with 
your classmates and stay informed as to the 






Comments from Dr. C.J. LaCivita, Executive 
Director, DRMI 
 
As the external environment 
changes, organizations must 
adapt to meet the changes in 
order to survive.  So it is with 
DRMI.  When the Cold War 
ended, U.S. policy focused on 
helping the newly emerging 
democracies of the world 
make the transition from totali-
tarianism to democracy. To ensure that the 
United States Department of Defense supported 
these efforts, the United States Congress 
passed a law earmarking some of the Interna-
tional Military Education and Training (IMET) 
budget specifically for training and education in 
three important areas:  civil-military relations, 
defense resources management, and human 
rights and military justice. 
(See “C.J.’s Corner” on page 2.) 
Feature Article 
 
The National Security Personnel System 
(NSPS) – Linking Pay to Performance 
(Part II), by Dr. Jim Airola 
 
Note: Last quarter’s installment 
of the DRMI newsletter con-
tained an article by Dr. Diana 
Angelis, which described the 
mechanics of the new NSPS. 
The article below takes a theo-
retical approach to discuss 
implications of the new per-
sonnel system. 
 
Approximately 623,000 full-time civilian em-
ployees currently work for the U.S. Department 
of Defense (DoD). These employees are dedi-
cated and hardworking.  That said, it is the job of 
DoD managers to motivate their workers to work 
hard and efficiently.  While they have had a li-
mited number of tools to do so, they are in the 
process of gaining a new one. The DoD is now 
changing its personnel system so that some por-
tion of workers’ pay will become attached to their 
performance. Since the NSPS attempts to mimic 
pay-for-performance plans in the private sector, 
it is instructive to first look at the theory behind 
such schemes and the expected benefits as well 
as the possible pitfalls. In what follows, I de-
scribe some of the theoretical and practical as-
pects of this initiative. 
 
The starting point for the analysis of incentives 
within the organization is known as agency 
theory.  Agency theory describes a relationship 
between the employer and employee such that 
the employer desires to maximize profit and the 
employee wishes to maximize his own well-
being or utility. Typically, the agent’s utility is 
modeled to be increasing in monetary compen-
sation but decreasing in effort. That is to say, he 
prefers more pay to less and he prefers to work 
less hard relative to working hard. Additionally, 
the worker is averse to risk such that he prefers 
a certain wage relative to an uncertain wage of 
the same expected amount. In the model, it is 
impossible for the employer to contract specifi-
cally on output (as in the real world), as output is 
too difficult to measure or to predict. 
(See “NSPS” on page 14.) 
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C.J.’s Corner (Continued from page 1.) 
 
Given that one of the three emphasized areas 
was defense resources management, DRMI 
played an important role in implementing the 
law, which resulted in excess demand for DRMI 
courses.  From 1991 until a few years ago, we 
conducted eight resident courses and about 
twelve Mobile International Defense Manage-
ment Courses (MIDMC) per year.  The resident 
courses – the Defense Resources Management 
Course (DRMC), International Defense Man-
agement Course (IDMC) and the Senior Interna-
tional Defense Management Course (SIDMC) – 
were full, and we typically had a queue of coun-
tries waiting to get a MIDMC.  In the early years 
of the first Bush administration, Congress signif-
icantly increased the IMET budget, and the De-
fense Security Cooperation Agency asked DRMI 
to develop some new, shorter courses to provide 
countries with additional options.  In response, 
we developed the two-week Multi-Criteria Deci-
sion Making Course (MCDM); the eight-day 
Budget Preparation, Execution and Accountabili-
ty Course (BPEA); the one-week Streamlining 
Government Course (SGOP); and the two-week 
Base Realignment, Closure and Economic Re-
development Course (BRCER).  The MCDM, 
BPEA and SGOP have been offered several 
times over the last several years, and all three 
will be offered again before the end of Septem-
ber.  (See our web site \\http:www.nps.edu\drmi 
for more information.)   These courses are open 
to both U.S. and international participants. 
 
The new millennium brought new changes to the 
external environment.  The terrorist attacks of 
September 11, 2001 led to wars in Afghanistan 
and Iraq and an emphasis on building partners’ 
capacity to aid in the struggle against terrorists.  
The former made it difficult for U.S. participants 
to find the time to attend the DRMC.  The latter 
led some in the security assistance community 
to emphasize training over education and led to 
a decrease in demand for DRMI mobile courses.  
We have addressed these changes with a varie-
ty of initiatives.  We initiated a vigorous market-
ing campaign so that more potential participants 
are aware of our programs.  To make it easier 
for U.S. participants to attend the DRMC, we 
now allow participants to take the course in two, 
separate two-week segments.  Offering MIDMCs 
in one-week or two-week versions has increased 
the demand for the courses.  In addition, we 
have developed the capacity to do resources 
management assessments, conferences and 
workshops, which have also increased our work-
load.   For example, we sent a two-person team 
to Kazakhstan last November to do an assess-
ment of their resources management systems.  
We are following that up with a resources man-
agement conference to be conducted in Ka-
zakhstan at the end of July.   
 
To make the DRMC more attractive, we have 
also pursued various certifications for the 
course.  For example, taking the DRMC earns 
participants 116 hours of Continuing Profession-
al Education (CPE) credit for Certified Defense 
Financial Managers.  We have also recently ob-
tained permission to offer four units of graduate 
credit for participants taking the DRMC.  To ob-
tain credit, participants must take exams on the 
material and pay a $45 fee to the Naval Post-
graduate School registrar.  DRMI offered this 
option for the first time in DRMC 08-3, and sev-




DRMI commences SIDMC 08  
 
SIDMC 08 began 22 June with an opening re-
ception at the Quarterdeck lounge.   
 
Christopher R. Henry, Principal Deputy Under 
Secretary of Defense 
for Policy, addressed 
SIDMC 08 participants 
on 23 June in an 
opening lecture.  Mr. 
Henry has held his 
position as Deputy 
since 7 February 
2003. In this role, he 
provides advice and 
assistance to the Secretary of Defense, Deputy 
Secretary of Defense and the Under Secretary 
of Defense for Policy on national security policy, 
military strategy, and defense policy. 
 
SIDMC 08 consists of 48 participants, 
representing 29 countries.  Participants had a 
picnic at Toro Park on 27 June and a tour of the 
Monterey peninsula on 28 June.    
 
 





SIDMC 08 participants (from left to right) CMDRE N.J. “Nils” 
Holte (Norwegian Navy), RADM Jan Eirik Finseth (Norwe-
gian Navy) and Mr. Svein Nielsen (Norwegian MoD) on the 








DRMI introduces SIDMC 08 participants RADM Heinrich 
Lange (German Navy) (left) and BGEN Rune Raabye (Nor-





SIDMC 08 participants (from left to right) BGEN Souheil E. 
Chamieh (Lebanese Army), MGEN Roberto Fisch (Swiss 
Army) and Mr. Bukhari Bello (Nigerian Joint Services) relax 





SIDMC 08 participants 
 
Additionally, participants will have a tour of San 
Francisco from 11-13 July.  DRMI will hold a 
closing party for the participants on 16 July and 
the graduation luncheon is on 18 July.  
 
Malaysia MIDMC, by Senior Lecturer Stephen 
Hurst 
 
DRMI faculty recently com-
pleted their tenth Mobile In-
ternational Defense Man-
agement Course (MIDMC) in 
Kuala Lumpur, Malaysia from 
2-13 June at the Malaysian 
Armed Forces Defense Col-
lege.  Since 1996, the College 
has integrated DRMI's 
MIDMC course into their year-
long curriculum.  The two-week MIDMC serves 
as the opening segment of that portion of the 
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Defense College course, covering critical ele-
ments of the defense resources management 
block of instruction.  
 
The class included 40 students from all 
branches of the Malaysian Armed Forces, as 
well as members of the national police and civi-
lians from the Ministry of Defense.  In addition, 
the class included exchange students from 
Thailand, the Philippines, Singapore, Brunei, 
and Indonesia. Mr. Subhas Chandran, a Lectur-
er at the National Defense University Malaysia 
(NDUM) attended many of the presentations. 
The DRMI faculty team in Malaysia included Se-
nior Lecturer Stephen Hurst as the course coor-
dinator, with Dr. C.J. LaCivita, Dr. Robert 
McNab, Senior Lecturer Don Bonsper and Lec-
turer Luis Morales making up the rest of the 
team.  This MIDMC represented a return to Ma-
laysia for every member of the teaching team. 
 Three of these five faculty have taught in Ma-
laysia at least three times before.  The DRMI 
team found familiar faces at the Malaysian De-
fense College.  CAPT Lee, Director of navy staff 
at the Defense College, graduated DRMC 07-4 
in May 2007, and CDR Kay graduated from 




Malaysian MIDMC participants in a discussion group 
 
Looking to the future, the Malaysian government 
has proposed that DRMI return to Kuala Lumpur 
in 2009, and has also proposed a cooperative 
agreement with the National Defense University 
Malaysia that may eventually lead to their as-
suming delivery of the resources management 
portion of the Defense College curriculum. 
 DRMI looks forward to developing a partnership 
with NDUM that may include an exchange and 
assistance in creating an organization within 
NDUM similar to DRMI. 
 
 
Malaysian MIDMC participants 
 
DRMI concludes DRMC 08-3 
 
DRMC 08-2 commenced on 19 May with 40 par-
ticipants from 12 countries.  The course ended 
on 13 June 2008. 
 
 
DRMC 08-3 participants 
 
SGOP course, by Dr. Francois Melese 
 
DRMI completed its annual 
“Streamlining Government 
through Public-Private Part-
nerships” course 19-23 May. 
Dr. Melese (course coordina-
tor) taught the course along 
with Dr. Jim Airola, Dr. Anke 
Richter, LTC Mark Hldaky, 
CDR Joel Modisette, Senior 
Lecturer Larry Vaughan and 
Dr. C.J. LaCivita. The challenge of streamlining 
defense organizations to become more efficient 
and effective is being answered by looking to the 
private sector. Countries find themselves increa-
singly relying on public-private partnerships to 
provide weapons and support services and for 
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new investments in defense projects. The 
course weaves economic decision-making and 
contract theory together with U.S. and interna-
tional defense examples. This offered our nine 
participants an overview of the current state of 
knowledge and experience, and prepared them 
to work with DRMI instructors to develop strateg-
ic proposals for new public-private partnerships 
for their own defense organizations. The end-of-
course survey revealed that all respondents 
“agreed” or “strongly agreed” that the course 
was relevant, well organized, and that they 







Honduras MIDMC, by Lecturer Luis Morales  
 
DRMI presented a Mobile 
International Defense Man-
agement Course (MIDMC) in 
Tegucigalpa, Honduras from 
12-16 May 2008.  The 
course's main objective was 
to share economic concepts 
and management tools that 
support effective and efficient 
planning, allocation and bud-
geting of scarce public resources. Since 1991, 
DRMI has presented a two-week course as part 
of the National Defense College curriculum.  For 
budgetary reasons, this year’s course was 
shortened to one week.  As a result, DRMI de-
signed a unique course focused on the key as-
pects of higher-level planning, programming and 
budgeting that was built around a series of 
classroom exercises.  Many of the exercises did 
not have the normal allotment of time, which put 




Honduran MIDMC participants 
 
The outcome was overwhelmingly positive.  The 
participants worked extremely hard, demonstrat-
ing a strong desire to improve resources man-
agement within their individual organizations and 
country.  Additionally, all faculty team members 
(Dr. Jim Airola, Senior Lecturer Don Bonsper, 
Senior Lecturer Larry Vaughan, and Lecturer 
Luis Morales, course coordinator) were bilingual 
and presented all instruction in Spanish, elimi-
nating the requirement for interpreters and trans-
lation equipment, thus reducing the cost of the 
course.   
 
Navy Captain Miguel Angel Silva, Dean of the 
Honduras Armed Forces National Defense Col-
lege, formally opened the course with strong 
words of encouragement to the participants, and 
Brigadier General Benancio Cervantes Suazo, 
Deputy Chief, Joint Staff, formally closed the 
course with equally inspiring comments, encour-
aging participants to continue their interest and 
hard work demonstrated throughout the course.  
The class consisted of 43 military and civilian 
officials representing various government organ-
izations and agencies, broken down as follows: 
27 participants from the military services and the 
Ministry of Defense (22 Army, 1 Air Force, 4 
Navy); and 16 civilian participants representing 
various ministries and national institutes.  The 
mix of participants strongly leveraged the bene-
fits of small group discussions and greatly en-
hanced the exchange of views, ideas, and net-
work building among this group of potential fu-









Honduran MIDMC participants in their discussion group 
 
DRMI concludes DRMC 08-2  
 
DRMC 08-2 commenced on 21 April with 41 par-
ticipants from 15 countries.  The course ended 
on 15 May 2008. 
 
 
DRMC 08-2 participants 
 
The following DRMC 08-2 participants were 
DRMI alumni: 
  
BG Mansour S. S. Al Jbour, Jordanian Air 
Foce (SIDMC 06) 
  
CAPT Saleh Abdullah M. Al Qahtani, Saudi 
Arabian Navy (IDMC 05-2) 
  
CAPT Fahad Ali I Alfuraidan, Saudi Arabian 
Navy (IDMC 06-1) 
 
LTC Jaber Al Harbi, Saudi Arabian National 
Guard (IDMC 08-1, SGOP 08-3) 
 
COL Waleed MufadAl -Enezi, Saudi Arabian 
National Guard, (IDMC 08-1, SGOP 08-3) 
 
DRMI concludes IDMC 08-1  
 
DRMI concluded IDMC 08-1 with a graduation 
ceremony on 16 April. IDMC 08-1 had 34 partic-








IDMC 08-1 class notes 
 
Dr. Masaaki “Max” Kunigami (Japanese MOD) 
wrote: 
 
Many thanks for the valuable study opportunities 
and warm hospitality we received from DRMI 
faculties, staff and the community host while 
visiting DRMI. My experiences in this course 
were both fruitful and enjoyable. 
 
Please give my best regards and appreciation to 
all of you. 
 
DRMC 07-1 class notes 
 
LTC Rich Morales (DRMC 07-1, US Army), 
now commands Task Force 1-35AR in Iraq, 
which deploys as a task force to a designated 
contingency area and conducts full spectrum 
operations in a joint or combined environment in 
support of US national interests.  This is LTC 
Morales’ third tour in Iraq, scheduled to last 15 
months.  He says of his command of about 800 
soldiers: “this time in command of a magnificent 
battalion in a job that is sure to be the highlight 
of my experience in the Army.”  LTC Morales 
has been selected for an Army PhD fellowship 
and will begin study in management or business 
in the fall of 2009.  We offer our thanks and con-
gratulations to LTC Morales.   
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For more on his task force, see: 
http://www.1ad.army.mil/2ndBde/1_35AR/tf_knig
hts_home.htm   
 
DRMC 06-2 class notes 
 
LCDR German Walberto Zecena (Navy, El 
Salvador) sends DRMI his greetings. 
 
IDMC 05-2 class notes 
CDR Samuel Kowaas (Indonesian Navy) 
writes:  
 
Currently I am working in office of the Assistant 
to the Chief of Naval Staff for Planning and Bud-
geting. I also teach in the command and staff 
course, here in Jakarta. 
 
I miss DRMI and all its staff so I am waiting for 
the chance to go for The SIDMC. 
 
Have you got any schedule to held Mobile IDMC 
in Jakarta soon? 
All the best, 
 
Samuel Kowaas 
Cdr., Indonesian Navy 
 
Colonel Dragan Zmajevic (Armed Forces, 
Bosnia and Herzegovina) corresponded with 
DRMI that he completed his European Security 
and Defense Policy Course (ESDP) with Module 





Col Zmajevic (IDMC 05-2) in EU Parliament 
IDMC 04-2 class notes 
 
BG Cesario Atienza (Marine Corps, Philip-
pines) has corresponded with DRMI.  
 
SIDMC 95 class notes 
 
Lebanon elects General Michel Suleiman as 
President* 
Following the end of Pres-
ident Emile Lahoud’s time 
in office on 23 November, 
the Lebanese presidency 
has remained vacant. De-
spite the agreement, 
reached many months 
ago, that General Michel 
Suleiman (SIDMC 95) 
was the only viable candi-
date to succeed Lahoud, the Lebanese parlia-
ment’s warring political factions prevented the 
election of a successor until just recently.  Hav-
ing won on 25 May a majority of parliamentary 
votes, General Michel Suleiman became Leba-
non’s 12th president. 
*The January 2008 DRMI newsletter (Issue 23) 
originally ran an article, “Lebanon elects General 
Michel Suleiman (SIDMC 95) as President,” de-
tailing the political factions’ consensus support 
of Suleiman’s presidential candidacy. DRMI sin-
cerely apologizes for any misunderstanding 
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Dr. Pete Frederiksen attends Taiwan SIDMC reunion in Taipei 
 
DRMI had a Taiwan reunion dinner in Taipei on 4 June.  In attendance were past SIDMC participants and 
DRMC 08-2 alumni as well as an NPS alum.  
 





From left to right:  
 
MG Chang, Chih-Fan (SIDMC 2004), MG Wan, Eang-Hao (SIDMC 2005), MG George Hwang (SIDMC 
2003), LTGEN Cha, Tai-Chen (SIDMC 2001), Mrs. Cha, Dr. Peter Frederiksen, MG Cheang, Yun-Pung 
(SIDMC 1999), LTGEN Chang, Nu-Chao (SIDMC 2005), MG Tung, Chien-Cheng (SIDMC 2006), 
CAPTAIN (Navy) Hsu, Tony S.C. (NPS MA 2000), COL Lee, Shing-Huah (DRMC 08-2) 
 
Dr. Frederiksen also notes that LTGEN Chang, Nu-Chao (SIDMC 2005) is now the Director of the Pro-
curement Center at the Ministry of National Defense.
  
Curriculum Development, Teaching 
News and Service 
 
Dr. Jomana Amara advises thesis on military 
spending  
 
Dr. Jomana Amara advised 
Martins Paskevics, Head of 
Procurement Control Section, 
Ministry of Defense, Republic 
of Latvia on an Master’s of 
Business Administration 
(MBA) thesis titled “Does a 
Promise to Join or Joining 
NATO Impact Military Spend-
ing Patterns of  
Countries?” The purpose of this thesis was to 
find similarities and analyze the changes in mili-
tary spending (patterns and its structure) of the 
countries that joined the North Atlantic Treaty 
Organization (NATO) in the past 15 years.  Mr. 
Paskevics graduated from NPS June 2008. 
 
 
Dr. Jomana Amara serves as reviewer for 
journal 
 
Dr. Amara served as a reviewer for the Journal 
of Macroeconomics. 
 
DRMI participates in Consultative Staff Talks, 
by Dr. Diana Angelis and Mr. Al Polley  
 
In late March, Central Com-
mand (CENTCOM) repre-
sentatives asked DRMI faculty 
to propose a series of educa-
tional events for Kazakhstan, 
Uzbekistan, Kyrgyzstan, Taji-
kistan and Turkmenistan.  In 
late May and early June, three 
separate consultative staff 
talks (CSTs) were held in 
Tampa, Florida between delegations from Ka-
zakhstan, Tajikistan and Turkmenistan and 
CENTCOM staff to discuss how a wide range of 
proposed events facilitated their strategic objec-
tives.  DRMI faculty, represented by Mr. Al Pol-
ley (Tajikistan and Turkmenistan CSTs) and Dr. 
Diana Angelis (Kazakhstan CST), attended. 
 




Dr. Angelis and Mr. Polley made presentations 
to representatives from the Ministry of Defense, 
National Guard, and Ministry of Emergency Ser-
vices of each country. They proposed a series of 
DRMI programs to help the countries develop 
programming, analysis and budgeting capabili-
ties. This represents the continuation of initial 
survey work conducted in Astana, Kazakhstan, 
in November 2007, when Dr. C.J. LaCivita and 
Dr. Angelis met with representatives of the MoD 
to better understand their needs.  As a result of 
that meeting, CENTCOM agreed to sponsor a 
one-week seminar on programming, analysis, 
budgeting and performance measurement to be 
held in Astana in August 2008.  Dr. LaCivita, Dr. 
Angelis and Dr. Robert McNab will present that 
seminar.  Follow-on events are scheduled for 
October and November 2008. 
 
DRMI faculty attend EUCOM-sponsored Bul-
garian mil-to-mil event, by Dr. Francois Melese 
 
Lt. Col. Mark Hladky and Dr. Francois Melese 
just returned from a EUCOM-sponsored mil-to-
mil event 10-12 June in Bulgaria. The goal was 
to exchange ideas on the main principles, les-
sons learned and best practices of public-private 
partnerships. The DRMI team made three pres-
entations to three different audiences. The first, 
at the Ministry of Defense in the capital (Sofia) 
included the head of the Defense Planning and 
Programming Directorate, and other senior offi-
cials from that ministry, the Ministry of Finance, 
and the Ministry of Interior. The second, at the 
Ministry of Economics and Energy included the 
Director of Crisis Management and other key 
officials. The last presentation, delivered to the 
Deputy Director of the largest Bulgarian defense 
company, Arsenal 2000, took place in the city of 
Kazanlak, known for its guns and roses. Kazan-
lak was off limits during the Soviet era, but today 
is home to the largest privatized defense com-
pany in Bulgaria and is equally well known for 
the roses it sells to perfume companies around 
the world.  
 
The team also exchanged ideas with the direc-
tors of the holding company TEPEM, Bulgaria’s 
largest group of defense businesses (repair, 
maintenance, spares production, upgrad-
ing/modernization, decommissioning, recycling, 
etc.) about preparing parts of the company for 
privatization. They also met the co-chairman 
of the Bulgarian Defense Industry Association. 
The Association includes a consortium of ap-
proximately 18 privatized defense companies. In 
frank conversations, the co-chair discussed how 
in the early days after the fall of the Berlin Wall, 
those in power gave away many companies at 
huge discounts to friends and family who then 
either looted the companies or quickly sold them 
for huge profits. Today those companies contin-
ue to be bought and sold and many have ended 
up going to their highest valued use.  From the 
public’s viewpoint, this was not the best way to 
convert public property into private property, 
which may explain why “privatization” has a bad 
name in some parts of the world. A better way to 
privatize public property is to hold open auctions 
or initial public offerings of shares or widely dis-
tributed share voucher systems, which is clearly 
how economists understand the term “privatiza-
tion.” Fortunately, in a competitive market econ-
omy with good institutions, once assets enter the 
market, they eventually migrate to their highest 
valued use. Finally, the team had the opportunity 
to meet Dr. Todor Tagerev who helped imple-
ment PPBS in Bulgaria and is today leading part 
of NATO’s new Building Integrity Initiative. Dr. 
Tagerev recently published Dr. Melese’s article 
in the latest issue of the Partnership for Peace 
(PfP) journal called “Connections.” As part of 
NATO’s new Building Integrity Initiative, NATO 
Headquarters International Staff asked DRMI to 
help organize a NATO conference “Building In-
tegrity and Institution Building in the Defense 
Sector.” The NATO conference will take place in 
Monterey the last week of February 2009, which 
coincides with NATO’s 60th Anniversary and the 




Marine Corps practical comptroller course 
highlights, by LtCol Chris Page 
 
DRMI’s LtCol Chris Page, 
USMC, taught a one-week 
Marine Corps Practical 
Comptroller course in Monte-
rey from 25-28 February 
2008, which thirty participants 
from the U.S. Marine Corps 
installations and operating 
units attended.  LtCol Page 
also taught a second course 
from 28 April to 2 May 2008.  Both courses’ con-
tent was specific to Marine Corps resource 
management applications, but touched on a va-
riety of practical planning, programming, perfor-
mance and resource management issues and 
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techniques, followed by a discussion of methods 
for improvement.  The course also provided cur-
rent information on the latest Department of De-
fense processes and the Marine Corps’ current 
state of budget affairs. LtCol Page conducted 
the course with support from Dr. C.J. LaCivita, 
Dr. Diana Angelis, and Dr. Jim Morris.  
 
Security Cooperation Education and Training 
Working Group (SCETWG), by Mr. Al Polley 
 
Formerly referred to as Train-
ing Program Management 
Reviews (TPMRs), the an-
nual SCETWGs conducted 
by each of the U.S. regional 
commands (Pacific, South-
ern, European & African, and 
Central) have been com-
pleted for another year.  The 
SCETWG is an opportunity 
for the regional command staffs to review the 
individual country programs for continuity, pur-
pose, and funding requirements. 
 
Just as DRMI teaches, the first critical step in 
allocating resources is determining WHAT is to 
be achieved.  To this end, the country teams 
(Office for Defense Cooperation, Security Coop-
eration Office, Security Assistance Office, Mili-
tary Group—different names in different places) 
must justify their training and education goals in 
light of overall U.S. national security and region-
al security objectives.  Once the goals are estab-
lished, they have to weigh the relative impor-
tance of each and allocate very scarce Interna-
tional Military Education and Training (IMET) 
dollars to specific education and training alterna-
tives (the HOW) in order to achieve the best 
possible outcome.  Tradeoffs are implicit in this 
process, which should sound familiar to a DRMI 
graduate. 
 
DRMI’s attendance at these annual events 
serves many purposes.  DRMI is able to educate 
the security cooperation community about its 
capabilities and how the skills DRMI teaches 
can be used both to enhance U.S. security in-
terests and advance cooperation among our 
allies around the world. 
 
Senior Lecturer Don Bonsper attended the Unit-
ed States Pacific Command (PACOM) 
SCETWG 8-13 March in Bangkok, Thailand.  
Lecturer Luis Morales attended the Central 
Command (CENTCOM) SCETWG 31 March – 3 
April in Tampa, FL.  Mr. Al Polley attended both 
the Southern Command (SOUTHCOM) 
SCETWG 2-6 June in Miami, FL and European 
Command (EUCOM)/ Africa Command 





Lecturer Luis Morales discuses DRMI courses at the 
CENTCOM SCETWG 
 
Dr. Natalie Webb advises thesis on the PPBE 
process 
 
Under the advisement of Se-
nior Lecturer Philip J. Candre-
va (Graduate School of Busi-
ness and Public Policy) and 
Dr. Natalie Webb, Ms. Sharon 
G. Holcombe and LCDR Na-
than C. Johnston finished 
their Master’s thesis entitled, 
“Analysis of the PPBE 
Process in the Current Dy-
namic Political Environment.”  Ms. Holcombe 
and LCDR Johnston graduated from NPS on 
June 20, 2008. 
 
Dr. Natalie Webb presents workshop to 
American Society of Military Comptrollers  
 
Mr. Bob Hale, director of The American Society 
of Military Comptrollers (ASMC), invited Dr. Na-
talie Webb to present a workshop on perfor-
mance measurement at the National Profes-
sional Development Institute (PDI) in Orlando, 
FL on May 29, 2008.  The PDI is a premier train-
ing event for resource managers in the Depart-
ment of Defense and U.S. Coast Guard.  Her 
session attracted over 300 attendees.  The pres-
ident of the Oklahoma ASMC chapter, Ms. Eliz-
abeth McGrath, also invited Dr. Webb to give a 
similar talk at the Oklahoma City Professional 
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Development Institute, a regional event, April 23, 
2008. 
 
DRMI faculty provide resources management 
insight into Navy Corporate Business Course 
 
DRMI has collaborated on two occasions 
with the Center for Executive Education to 
provide the resources management compo-
nent of the Navy Corporate Business 
Course (NCBC).  The Executive Learning 
Officer (ELO) sponsors the NCBC, which is 
designed to develop a growing cadre of 
navy captains and commanders and senior 
civil service managers (GS-14 and 15) who 
demonstrate the theoretical and practical 
knowledge and proven strategies for driving 
change in defense organizations. The NCBC 
learning experience prepares those senior 
navy leaders, both military officers and their 
civilian counterparts, to become more effec-
tive resource managers and decision mak-
ers in Navy Enterprise organizations.   
 
This intensive one-day module helps the NCBC 
participants see the connections between stra-
tegic planning and budgeting.  The focus of the 
day is on developing analytical frameworks that 
assist decision-makers to make tradeoffs among 
competing goals, as well as between competing 
alternatives for a specific goal.  Mr. Allan Polley 
presented the first module, with materials devel-
oped by Dr. Natalie Webb.  Mr. Polley and Dr. 
CJ LaCivita presented the second version.  If 
you thought our four-week DRMC, 11-week 
IDMC, or two-week mobile course was fast, try 
to imagine doing it in one day! 
 
Staff and Faculty News 
 
DRMI welcomes Ms. Charlie Orsburn as the 
new International Activities Coordinator 
 
DRMI would like to take this 
opportunity to both introduce 
and to warmly welcome Ms. 
Charlie Orsburn as DRMI’s 
new International Activities 
Coordinator.   
 
Ms. Orsburn comes to DRMI 
with considerable experience 
in, and a clear understanding 
of, intercultural and cross-cultural communica-
tion.  She is a 1993 Harry S. Truman Scholar; 
she has a Master’s in International Policy Stu-
dies with an emphasis in Cross-Cultural Com-
munications from the Monterey Institute of Inter-
national Studies (MIIS) where French was her 
target language.   
 
MIIS awarded Ms. Orsburn a scholarship for a 
summer 2000 internship at the Summer Institute 
of Intercultural Communications (SIIC) in Port-
land Oregon.  SIIC is a yearly conference, which 
trains intercultural and cross-cultural specialists.  
SIIC selected Ms. Orsburn as the intern for the 
following specialists: Milton and Janet Bennett, 
Peggy Pusch, Diane Hofner Saphiere, Bruce 
LaBrack, Barbara Schatti and Gordon Wata-
nabe.  
 
As part of her bachelor’s program with the Uni-
versity of Illinois at Chicago (UIC), Ms. Orsburn 
studied at the Sorbonne for one year, 1994-
1995, and then continued to live in Paris for 
another year until 1996 when she completed her 
BA in French. Ms. Orsburn is fluent in American 
Sign Language (ASL) and was an interpreter for 
more than 15 years in Chicago, Illinois where 
she established the first Midwest Regional Deaf 
Conferences.   These conferences facilitated 
cross-cultural and intercultural understanding 
between the hearing and deaf communities of a 
five-state region.  As the conference was the 
first of its kind, Ms. Orsburn had no conference 
blueprint to follow.  Instead, she relied upon her 
own personal dedication and hard work as well 
as her ability to generate community leaders’ 
support. The conference not only met, but also 
exceeded, everyone’s expectations, and estab-
lished both a standard and model for subse-
quent conferences.   
  
Ms. Orsburn is a bibliophile who enjoys garden-
ing, puzzles, singing and occasionally knitting.  
 
Dr. Anke Richter’s thesis students win pres-
tigious award  
 
Under the advisement of Drs. 
Anke Richter and Paula Ko-
noske, CDR Linda Houde, 
NC, USN and LT Kathleen 
Cooperman, MSC, USN re-
ceived the prestigious Deputy 
Chief of Naval Operations 
(DCNO)-sponsored Admiral J. 
M. Boorda award for Out-
standing Integration of Analy-
sis and Policy-Making in recognition of their co-
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authored Naval Postgraduate School thesis.  
Their thesis entitled, “A Strategic Approach to 
Humanitarian Medical Manpower Planning,” won 
the military research award for Excellence in 
Manpower and Personnel Analysis at the annual 
Manpower, Personnel, Training and Education 
(MPTE) Workforce Conference.  Houde and 
Cooperman’s joint research presents an analytic 
model to determine the right medical mix and 
capacity in support of humanitarian medical mis-
sions, which can be used to develop manpower 
requirements. A panel of experts from the MPTE 
domain reviewed their research and judged it to 
be the best among all the entries received.  The 
award recognizes those researchers whose 
work has the most significant impact on the 
MPTE domain through its influence on the de-
velopment and/or execution of MPTE policy. 
CDR Houde and LT Cooperman were recog-
nized during a presentation ceremony for the 
award at the 8th Annual Navy Workforce Re-
search & Analysis Conference, 05-07 May, at 
the Holiday Inn Rosslyn, VA. RADM Michael 
LeFever (Director, Military Plans and Policy Di-
vision) (OPNAV N12) and ADM Boorda's sons - 
CAPT Ed Boorda, USN and LCDR Bob Boorda, 
USN (Ret.) presented the award on 05 May.  In 
addition to the awards ceremony, LT Cooper-
man presented highlights of the paper during a 
conference break-out session on manning re-
quirements later that afternoon.   
 
Dr. George Satterthwaite serves as confe-
rence panelist 
 
Dr. George Satterthwaite, 
one of DRMI’s lecturers, was 
a panelist on South Asia at 
the annual Foreign Area Of-
ficers (FAO) conference 10-
11 April at the Naval Post-
graduate School in Monterey, 
CA.  The panel dealt with 
Southwest, South and 
Southeast Asia.  On the pan-
el, Dr. Satterthwaite mainly talked about India 
and the Indian Navy.  Dr. Satterthwaite also par-
ticipated in a U.S. Navy only FAO panel, which 







Dr. George Satterthwaite briefs Reagan 
Strike Group 
 
Dr. George Satterthwaite recently returned from 
the Reagan Strike Group Regional Security 
Education Program (RSEP).  During the RSEP 
he briefed the USS Decatur, USS Howard, USS 
Chancellorsville, and the USS Thatch about U.S. 
Navy relations with the Indian Navy.  Having 
been involved in the planning for Malabar 92, 
the first Indian-U.S. Naval exercise, Dr. Sat-
terthwaite was able to offer insight into the ships’ 
preparations for Malabar 2008 to be held later 
this year. Dr. Satterthwaite also briefed the 
Strike group staff on India and Indian-U.S. navy-
to-navy relations. 
 
Conference Presentations and       
Research 
 
DRMI faculty to present papers at upcoming 
Western Economic Association meetings 
 
Dr. Jim Airola, Dr. Jomana Amara and Dr. Nata-
lie Webb will be attending the Western Econom-
ic Association meetings 29 June – 3 July in Ho-
nolulu, HI.   
 
Dr. Jim Airola will present his paper, “The effects 
of NSPS on the pay structure of DoD Civilians,” 
which analyzes the effects of the newly imple-
mented pay banding system within the U.S. De-
partment of Defense. 
Dr. Amara will present the following three papers 
entitled, “An analysis of patterns in Iraq casualty 
dynamics using power laws;” “Application of 
network analysis to model alliances within 
NATO;” and “The impact of OEF/OIF on VA 
health care services.” In addition, Dr. Amara will 
serve as discussant for two papers, “Using Geo-
graphical Data to Estimate Production Functions 
for Ground Warfare” by Christopher A. Rohlfs 
and “Economics and Security in Iraq” by Michael 
Meese. 
 
Dr. Webb will present two papers, “Performance 
Measurement and Management in the Naval 
Enterprise,” coauthored with Senior Lecturer 
Philip J. Candreva (GSBPP) and “Performance 
of Navy Humanitarian Medical Missions: Align-
ing Measures of Efficiency and Effectiveness,” 
coauthored with Dr. Anke Richter. She will also 
act as a discussant for the paper, “Contractor 
Logistics Support in the Air Force,” by Mike Boi-
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to, Cynthia Cook, and Jack Graser, all of the 
RAND Corporation. 
 
JEIDDO awards grant to Drs. Jomana Amara 
and Robert McNab  
 
Joint Improvised Explosive 
Device Defeat Organization 
(JIEDDO) awarded a grant to 
Drs. Jomana Amara and Ro-
bert McNab to examine the 
economic incentives that in-
fluence the creation, coales-
cence, and dispersion of IED 
networks in Iraq.   
 
 
Dr. Jomana Amara receives OSD and 
EUCOM grants 
 
The Office of the Secretary of Defense (OSD) 
awarded Dr. Jomana Amara a grant to advise 
thesis students with research topics.  In addition, 
EUCOM awarded Dr. Amara a grant to research 
the future of NATO and the impact of expansion 
on its operations. 
 
Dr. Diana Angelis presents three papers at 
Acquisition Research Symposium 
 
Dr. Diana Angelis presented three papers at the 
Acquisition Research Symposium held in Monte-
rey, CA 14-15 May 2008:  
 
 
The first paper, “Dynamic Cost Risk Assessment 
for Controlling the Cost of Naval Vessels,” Dr. 
Angelis co-authored with Dr. Edouard Kujawski 
and Mr. Jeff Kline, presents an approach for 
quantifying and tracking cost risk for specific risk 
reduction activities, based on scenarios and 
Monte Carlo simulation within the framework of 
decision trees and risk curves.  
The second paper, “Application of transaction 
cost economics to capabilities-based acquisition: 
Exploring single service vs. joint service pro-
grams and single systems vs. system-of-
systems,” Dr. Angelis co-authored with Dr. Fran-
cois Melese, Dr. Chip Franck, Mr. John Dillard, 
Dr. Maureen Brown and Mr. Rob Flowe.  This 
paper investigates cost and schedule breaches 
in 84 major defense acquisition programs, di-
vided into “joint service” and “traditional” (single 
service) acquisition programs, and “single sys-
tem” and “system-of-systems” (SoS) programs. 
 The results suggest there is a statistically signif-
icant higher risk of cost and schedule breaches 
in SoS programs than in single system acquisi-
tion programs. Interestingly, while “Joint Service” 
programs in general have a weak statistically 
significant greater risk of schedule (and research 
development test & evaluation (RDT&E) cost) 
breaches than “traditional” (single service) pro-
grams, there is no significant difference between 
the two in terms of program acquisition unit cost 
(PAUC) breaches or average procurement unit 
cost (APUC) breaches.  
  
The third paper, “Transaction Cost Economics 
and Cost Estimation Methodology,” Dr. Angelis 
co-authored with Dr. Francois Melese, Dr. Chip 
Franck and Mr. John Dillard, reports the prelimi-
nary results of a study to explore the influence of 
transaction costs on Department of Defense 
(DoD) cost estimates.  It is an extension of pre-
vious work, which established that Transaction 
Cost Economics has promising explanatory 
power in terms of costs of major DoD acquisition 
programs.  The current work explores methods 
of measuring transaction costs as a first step in 
improving estimation methods by including ex-
planatory variables that capture the coordination 
and motivation problems associated with a pro-
gram. 
  
Dr. Angelis will also present this paper at the 
Western Economic Association International 
(WEAI) conference in Honolulu, HI on 3 July 08. 
 
Dr. Natalie Webb receives research grant 
from Navy Enterprise 
 
Senior Lecturer Phil Candreva and Dr. Natalie 
Webb, in their roles as research associates for 
the Center for Defense Management Reform, 
received a grant from Navy Enterprise to ex-
amine performance management and resources 
management issues for the Surface Warfare 
Command (SWE).  The research will extend the 
lessons learned from the SWE case study to 
lessons that the Navy as a whole can use. Addi-
tionally, both DRMI and the Graduate School of 
Business and Public Policy (GSBPP) may use 
the research for case studies in their respective 
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Dr. Natalie Webb organizes sessions and has 
paper accepted at the annual conference for 
Association for Research on Nonprofit Or-
ganization and Voluntary Action  
 
Dr. Natalie Webb organized two sessions for the 
annual Association for Research on Nonprofit 
Organizations and Voluntary Action (ARNOVA) 
conference.  The sessions on charitable giving 
and volunteering activity in the United States, 
Canada and Korea, will be presented in Novem-
ber in Philadelphia.  Outside these sessions, 
conference organizers accepted Dr. Webb’s and 
Dr. Rikki Abzug’s paper examining relationships 
among U.S. military organizations and indigen-
ous non-governmental organizations (NGOs) in 
other countries.  They examine situations where 
the military provides humanitarian assistance or 
disaster relief, constructing a model to predict 
under what conditions the U.S. military can forge 
successful partnerships with local NGOs.  Dr. 
Webb also served as a track chair, reviewing 30 
submissions for the nonprofit field, programs, 
and services track.  The conference will be held 
in November 2008.   
 
Additionally, Dr. Natalie Webb acted as a re-





Airola, J. & Juhn, C. (In press).  Wage inequal 
ity in post-reform Mexico. Journal of In-
come Distribution.  
 
Casey, W., Peck, W., Webb, N. J. & Quast, P.  
(In press). Are we driving strategic results 
or metric mania? International Public 
Management Review.  
 
NSPS (Continued from page 1.) 
 
Furthermore, it is not possible to contract based 
on effort, as it is too costly or too difficult for the 
employer to monitor the worker’s effort.   
To put it in everyday terms, imagine a retail 
worker at a discount clothing store. The harder 
he works – time spent on the floor, responsive-
ness to customers’ needs, etc. – the more 
clothes are sold and the more money the store-
owner makes. The worker, however, is inclined 
to do as little as possible. Let’s consider how a 
manager, using pay as one possible mechan-
ism, would motivate the employee. The worker 
might believe that a large part of the sales vo-
lume is out of his control and is hard to predict 
and thus would prefer to be paid a fixed wage. 
The employer would like for the worker to exert 
as much effort as is possible, but finds that it is 
hard to monitor the worker. Perhaps the solution 
is to tie the worker’s wage to sales, thus provid-
ing the motivation the worker needs. The model 
then attempts to capture the tradeoffs involved 
between the worker’s aversion to risk and their 
subsequent effort and the employer’s cost to 
monitor.  The model suggests that the best 
compensation scheme is likely to contain at 
least some element of pay tied to output, the 
size of which is determined by the variability of 
the output, the risk preferences of the worker, 
and the costliness of monitoring worker beha-
vior. 
 
With these basic assumptions, agency theory 
makes a number of bold predictions.  First of all, 
the worker’s pay will likely be tied somewhat, 
although not entirely, to observed measures of 
output. Furthermore, the worker’s pay as a 
share of output will decrease with both that 
worker’s aversion to risk and the riskiness of the 
work itself. And perhaps most importantly, the 
employer will, over time, attract higher quality 
workers.   
 
A good example of the theory observed in the 
real world entails the case of the Safelite Glass 
Corporation (Lazear, 2000), a national auto 
glass installer. In 1994, new management at 
Safelite embraced a radical experiment. Most of 
their 3000 employees, whose work is basically 
installing car windshields, were paid an hourly 
wage. The new management changed the 
workers to a performance pay system based on 
units of glass installed, while still guaranteed a 
base wage. The results were astonishing. Prod-
uctivity, measured in units of glass installed per 
worker per day, rose 36 percent. About two-
thirds of the increase was due to increased 
productivity by existing workers, the remaining 
one-third was due to the change in the composi-
tion of workers. That is, the pay-for-performance 
scheme caused less productive workers to leave 
and enticed more able workers to join, effective-
ly changing the composition of the Safelite work-
force. 
 
There may very well be unintended conse-
quences of pay-for-performance, particularly if 
the output is difficult to measure.  For example, 
in the retail store discussed above, the employer 
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may want the worker to do many different things 
and it may be that sales revenue does not cap-
ture all of those tasks adequately and may re-
quire a more composite measure.  The problem 
with single measures of output is that workers 
may shift effort between measured and unmea-
sured dimensions of performance in ways that 
work against the overall goals of the employer. 
An example is teacher incentive pay where 
teachers are rewarded based on students’ test 
results. Teachers may focus their efforts to activ-
ities which would raise students’ test scores to 
the detriment of other more difficult to measure 
outcomes of student achievement.   
 
As the typical worker performs many tasks and 
objective evaluation is difficult, employers often 
evaluate workers subjectively, where pay-for-
performance is at the discretion of peers or su-
periors.  This is essentially the method most 
employers in the private sector use and is the 
form that the NSPS uses.  Subjective assess-
ment is not new; most employers subjectively 
assess workers during performance reviews or 
in consideration for promotion. What is new is 
the tying of these measures to current compen-
sation.  The goal, outlined above, remains the 
same: to provide incentive to the worker to exert 
effort and to sort workers by their ability. 
 
Subjective performance measures have addi-
tional pitfalls.  One concern is the difficulty man-
agers have evaluating employees. Managers 
often overstate the performance of the poor per-
formers simply because they are unwilling to 
give bad workers the bad news. Additionally, 
managers often rate employees the same in or-
der to minimize any ill effects or hard feeling that 
may arise from the evaluation process. Taken 
together, this sort of “compression” results in a 
deterioration of the incentives inherent to the 
system.  In the case of the DoD, the early data 
reveals that of the 110,000 employees evaluated 
for their work in 2007, 98% scored in the top 
three of five possible levels while 93% were in 
the middle two levels.  This either indicates 
compression at work, or a relatively homogen-
ous and high-performing workforce. Another 
concern is that workers may expend time and 
energy engaged in activities aimed at ingratiat-
ing themselves to their evaluator. Ironically, 
theory instructs that one of the solutions to this 
problem is to constrain pay rewards to be doled 
out on a seniority, rather than performance ba-
sis, which is precisely the current system in the 
DoD.  
 
The management of employees is fraught with 
difficult problems entailing various tradeoffs. 
Theory can help in that it allows one to explicitly 
model the tradeoffs involved, and thus assist in 
the application of personnel policies. The theo-
ries also provide testable predictions, which one 
can confirm by observing how the real world 
shapes personnel policies.  An understanding of 
the underlying forces at work, the basic element 
of which is essentially human behavior, is a fun-
damental part of getting any personnel system 
“right.”  
 
The application of universal policies to such a 
broad set of workers, as those found in the U.S. 
Department of Defense, is daunting. Perhaps 
this explains the relatively modest first attempt at 
attaching pay to performance. While the new 
pay system has met with strong resistance, par-
ticularly from unions, it represents a move to-
ward a more business-like pay policy and has 
the potential to improve the way government 
performs. While theory has a great deal to say 
about what one may expect, the question of 
whether pay-for-performance results in better 
government is ultimately an empirical one. 
 
References 
Lazear, E. (2000). Performance pay and produc-





The 2008 Defense Resources Management 
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Future Mobile Courses 
 
Calendar Year 2008 
  
Dates Country 
28 JUL – 01 AUG Kazakhstan 
18 AUG – 29 AUG Thailand 
24 AUG – 28 AUG Iraq 
08 SEP – 19 SEP Argentina 
29 SEP – 10 OCT Canada 
5 OCT – 9 OCT Iraq 
12 OCT – 16 OCT Iraq 
13 OCT – 17 OCT 
(pending) 
Kazakhstan  
20 OCT – 31 OCT 
(pending) 
Central Asia (surveys) 
03 NOV – 07 NOV Madagascar/Comoros 
 
 
Future Resident Courses 
 
Calendar Year 2008 
      







      
Defense Resources  
Management Course DRMC 08-4 P162002 21 Jul-14 Aug 08 4 MCDM 08-2 
      
Base Realignment,  
Closure &  
Economic Redevelopment 




      
Multi-Criteria 




      
Defense Resources  
Management Course DRMC 08-5 P162002 18 Aug-12 Sep 08 4 
BRCER 08-
1 and/or  
BPEA 08-1 
      
Budget Preparation,  
Execution and 
Accountability 
BPEA 08-1 P156600 15-24 Sep 08 1.3 DRMC 08-5 
      
International Defense  
Management Course* IDMC 08-2 P162003 22 Sept-5 Dec 11  
      
* This course convenes in one fiscal year and continues into the next fiscal year. 
 
 




For additional information on any of our resident courses 





The Defense Resources Management Institute publishes its 
newsletter quarterly. To find back issues of the newsletter 
and to receive additional information on DRMI’s activities, 
visit the website at www.nps.edu/drmi. To submit articles, 





Natalie J. Webb: Editor 
Kathleen Bailey: Editorial Assistant & Content Layout 
Stephen Hurst: Website Production  
 
  
 
